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LETTER OF TRANSMITTAI 


Hovust oF REPRESENTATIVES, 
COMMITTEE ON APPROPRIATIONS, 
Washington, D. C., June 30, 1955. 
Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, 
louse of Re prese ntatives, Washington, D.C. 

Dear Mr. CuarrmMan: Pursuant to its assignment, the Temporary 
Subcommittee to Investigate Effectiveness and Enforcement of the 
Antideficiency Act and other Federal fiscal legislation has had some 
factfinding done by committee staff on operations under the Anti- 
deficiency Act. Circumstances precluded rendering a report in time 
to permit full study and consideration by the subcommittee. 

Cursory examination of the report, however, clearly indicates ample 
basis for further development of facts relating to operations under the 
statute and the desirability of inquiry into other general fiscal legis- 
lation, 

In view of vour original instruction to report to the whole com- 
mittee by June 30, 1955, we have deemed it advisable to submit an 
interim report, attaching without further comment at this time the 
staff re port re ‘ferred to above. 

In the circumstances, it is respectfully suggested that the temporary 
subcommittee be continued so that it may more fully explore the 
matters within its jurisdiction. 

Respectfully, 
Jamie L. WuHIrten, 
Chairman, Temporary Subcommittee. 
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REPORT ON SURVEY OF EFFECTIVENESS AND ENFORCE- 
MENT OF THE ANTIDEFICIENCY ACT 


for 


TEMPORARY SUBCOMMITTEE TO INVESTIGATE EFFECTIVENESS AND 
ENFORCEMENT OF THE ANTIDEFICIENCY ACT AND OTHER FEDERAL 
FISCAL LEGISLATION 

A. GENERAL 

Objectives of Antideficiency Act 


Stated in broad terms the Antideficiency Act is designed to— 
(a) Prevent the incurring of obligations or the making of expenditures in 
such a way as to create a deficiency in an appropriation; and 
(6) Require that agency administrative systems of control over the crea- 
tion of obligations or the making of expenditures be such that responsibility 
‘an be fixed if an apportionment, or administrative subdivision thereof, is 
exceeded 
In order to carry out these broad objectives, it is generally recognized that 
controls must ordinarily be extended through administrative devices down to a 
point in the organization where an official or employee can reasonably be expected 
to be held directly accountable for specific actions in the terms contemplated by 
the statute. 


Summary conclusion 

As a summary conclusion, the survey indicated that, with certain exceptions, 
the foregoing basic objectives are being achieved. The most serious exception 
relates to activities in the Department of Defense. In the civilian agencies 
special situations in the Department of Justice and the Post Office Department 
warrant specific comment. The subsequent sections of this report deal separately 
with the civilian agencies, the Department of Defense, and recommendations for 
further inquiries 
Scope of survey 


The scope of the survey was limited because of the time available but was 
sufficient, in our opinion, to indicate the extent of compliance with the law and 
some of the problem areas with underlying reasons therefor. In general, the 
staff reviewed agency administrative regulations with concurrent consideration 
being given to the related allotment patterns, reviewed the violations which have 
been reported, inspected a limited sample of allotment records in selected bureaus 
(except in Defense), and discussed the practices followed with responsible offtcials 
at the department level and the bureaus visited. However, our review was limited 
to Washington and thus did not include field activities below the bureau level. 
Appropriations apportioned on a deficiency basis 

A brief review was made with respect to appropriations apportioned or re- 


apportioned on a deficiency basis. Our review indicated that such apportionments 
or reapportionments were made for the two types of contingencies contemplated 
by the Antideficiency Act and were accomplished in compliance with the act. 
The two categories of contingencies pertain to (a) laws enacted subsequent to the 
transmission of estimates to the Congress, or (b) emergencies involving the safety 
of human life, the protection of property, the immediate welfare of individuals, 


etc. It appears that this and related provisions of the law have eliminated certain 


unsatisfactory situations which confronted the Congress prior to the 1950 revision 
of the statute. 
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B. CIVILIAN AGENCIES 


The survey included the following agencies: 
Department of Agriculture | Department of Justice 
Department of Commerce | Department of State 
Department of Interior Treasury Department 
Department of Health, Education, and | Post Office Department 
Welfare | General Services Administratior 
Veterans’ Administration 


Ge neral 
The activities, organization structures, and administrative problems of the 
above agencies include almost every conceivable fiscal situation in the Federal 
Government outside of the military establishments. As might be expected, the 
administrative systems of control relied on for compliance with the Antideficiency 
Act are necessarily quite varied. The survey indicated an understanding of the 
purposes of the statute, a healthy respect for it, and a conscientious effort to fully 
comply with its provisions. It is to be noted that we were dealing with head- 
quarters staffs; however, no evidence came to our attention to indicate any 
different situation in field installations. 
(he more common situations leading to the violations reported include 
1. Use of an excessive number of allotments too restrictive in amount; 
2. Inadk quate record of obligations incurred; 
3. Use of reimbursements prior to apportionment; 
4. Failure to give sufficient cognizance to seasonal variances in operations 
making apportionments; 
5. Claims adjudicated for an amount in excess of amounts obligated there- 
for: and 
6. Failure to follow established procedures 
Certain of these situations, such as claims, present problems which will probably 
alwavs be prevalent to a degree. However, these are relatively few in number 
in relationship to the majority of violations which could be avoided by improved 
pene ires and administratior 
The number of violations reported by the agencies surveyed has been relatively 
inal as indicated by the following table: 


Department of Agriculture 18| Department of Justice 
Department of Commerce 1} Department of State 
Department of Interior 6} Treasury Departinent 
Department of Health, Education, Post Office Department 

and Welfar« 2} General Services Administration 
Veterans’ Administration S 


(Notr.—The 15 violations reported by Treasury include one report involving 
333 individual cases in the Coast Guard, all of which occurred in connection with 
a changeover in their accounting system.) 

In some instances the practices followed in formal recordkeeping are such as to 
greatly minimize the number of minor violations. For example, where the 
practice of prevalidating all obligating documents at a central point is followed, 
a violation for reporting purposes could result only from failure to follow the 
practice. In some other situations there may be a tendency to delay the posting 
of routine obligating documents until an upward adjustment in the allotment is 
available if a violation is indicated. 

Some of the administrative svstems of control are likely more elaborate or 
more costly to maintain than is required but in view of the limited time availabl: 
staff effort was centered on reviewing compliance, Some additional review of 
this aspect may be in order. 

Post O fice De partme nt 

The Post Office Department is in the process of installing a modern accounting 
system to be maintained largely on a decentralized basis at the regional level. 
As a consequence, the Department is in a period of transition with respect to 
procedures and controls designed to assure compliance with the Antideficiency 
Act. Our review has indicated that the Department’s present administrative 
regulations issued pursuant to the act are too sketchy, and that a real need exists 
for establishing well-coordinated written procedures governing the allotment of 
funds down the management chain, including the adoption of uniform concepts 
within the Post Office Department for such basic budgetary terms as allotments, 
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authorizations, allocations, and allowances, We saw nv evidence in the Post 
Office Department that the Department’s Washington bureaus have exce:ded 
their allotments or that the regional offices have exceeded the funds allocated to 
them by the bureaus in Washington. The Department’s position with respect 
to the operations of individual post offices is that the need for flexibility is so 
great that it is not practicable for them to operate individually under allowances 
subject to the penal and reporting provisions of the Antideficiency Act, because 
of the cumulative effect of the margin of safety which ‘would be required. We 
also learned that the Department’s monthly Report on Status of Appropriation 
Accounts (form 133) has not been submitted to the Bureau of the Budget since 
May 1954, nor has the Bureau Japparently followed up to obtain the report. 
This represents a failure on the part of the Post Office Department to comply 
with Budget-Treasury Regulation No, 1, issued pursuant to the act, and other 
statutory authorizations. 

There is a recognition within the Department of the need for better defined 
allotment procedures and controls. It is our opinion that, if planned improve- 
ments are put into effect in the near future, many of the forezoing deficiencies 
can be eliminated. These plans provide for the making of allotments directly 
to regional directors and a clear application of the antideficiency statute to that 
organizational level. Provision is also made for elimination of most of the 
financial allowances presently made to postmasters and the substitution therefor 
of other devices such as a manpower control system in terms of man-hours, 


De partment of Justice 


The accounting records and the administrative practices followed by the 
Department are such that no affirmative opinion can be expressed in regard to 


compliance with the Antideficieney Act. tecorded obligations are not confined 
to legal obligations as contemplated by section 1311 of the Supplemental Appro- 
priation Act, 1955 (68 Stat. 800). Consequently, indicated violations are subject 


to various adjustments arrived at by analysis based upon estimates. Moreover, 
verbal instructions are deemed adequate by certain officers of the Department 
to permit the incurring of obligations in excess of formal allotments, even though 
such a practice is contrary to their own regulations. Although the Department 
has long contended that certain appropriations (‘Salaries and expenses,” ‘‘United 
States attorneys and marshals,” “Fees and expenses of witnesses,”? and “Support 
of United States prisoners’’) cannot be controlled in terms contemplated by the 
Antideficiency Act, the conditions described above were also found prevalent 
with respect to the salary and expense appropriations for general administration, 
general legal activities, and the Antitrust Division. It seems apparent that 
neither the Department nor the Congress can be assured of compliance with the 
statute until corrective action is taken with regard to present accounting and 
administrative practices. Further, it is believed that a firm understanding 
should be had as to whether certain activities are in fact uncontrollable. Should 
some of the activities be deemed uncontrollable remedial action should be taken 
in order to avoid the present tendency to ignore compliance in all activities. 
C. DEPARTMENT OF DEFENSE 

General 

The enforcement of the Antideficienev Act in the Department of Defense has 
been far from effective and serious deficiencies exist today in the establishing and 
reporting of current violations. 

This situstion was discussed in a report made by the Comptroller General in 
April 1953, at the request of the House Committee on Appropriations on the 
validity of mutual security program obligations. Further inquiry by the com- 
mittee in February 1954, and a strong letter to the Secretary of Defense in March 
1954, are no doubt responsible for the first reports of violations reaching the con- 
mittee in Julv 1954, 3 years after the act beca’ne applicable to Defense. In 
total, 123 violations have now been reported, the last report being dated April 
27, 1955. 

The efforts of the Department to comply with the statute have been and con- 
tinue to be characterized by long delays in taking each corrective step. In 
view of the importance of this part of the survey, there follow separate sections 
dealing more specifically with the activities of the Office of the Secretary of 
Defense and each of the three military departments. 


Office of the Secretary of Defense 


The effective date of the revision of the Antideficiency Act in Defense was 
July 1, 1951 (military function appropriations were exempted from apportion- 
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ment for fiscal year 1951). The first authoritative directive was issued Mareh 
20, 1952, about 9 months after the effective date or 1% vears after enactment 
Military department regulations to field establishments lagged still further in 
Army and Air Force, as set forth later. 

Monthly status of funds reports repeatedly showed overobligations and were 
the subject of letters to the departments from time to time but did not result in 
prompt or effective action. 

After the failure to comply with the law was brought to the attention of the 
committee by the Comptroller General in April 1953, the Office of the Secretary, 
on June 19, 1953, instructed the military departments to make an audit of com- 
pliance. Following action by the committee in February and March 1954, the 
first reports of violations reached Congress in July 1954, 3 vears after the effec- 
tive date of the revised statute. Audit reports as of June 30, 1953, were received 
in the Office of the Secretary of Defense in December 1953 and January 1954 
A year later the Office of the Secretary asked each department for a progress 
report on investigations being made to dispose of the ‘“‘apparent’’ violations 
reported. 

In August 1954, after many reports had been returned to the departments as 
inadequate, reporting instructions were amplified. In March 1955 an instruction 
to clarify the existing directive was drafted and is now being “coordinated” prior 
to issuance. One phase, relating to an exception in the statute, is still reserved 
for subsequent coverage in this proposed instruction. 

The following schedule summarizes the situation to date in the consideration 
and reporting of violations: 


Total Army Navy Air Force 

Potential violation cases reported to the military 
departments 3, 747 1, 932 707 1, 108 
Violations reported to Congress 123 54 26 43 
Subtotal. = 3, 624 1,878 681 1, 065 
Determined to be nonviolations 1, 641 iS6 109 1, 046 
Cases for disposition 1, 983 1, 392 72 19 
Pending review by Office, Secretary of Defense 1 68 is 8 12 
On hand in military departments. - 1,915 1,344 564 7 


1 Office of Secretary of Defense reports 56 on hand, the difference being cases in transit, etc. 


The enormity of the Defense Department, the complexity of its organization 
structure, the lack of effective financial management in many facets of its opera- 
tions, and the inherent difficulties stemming from the type of operations involved, 
each of these factors and others no doubt play a part in the delays which have 
occurred. The problem is further enhanced by an attempt to gain a high degree 
of uniformity as between the departments with respect to this one statute when 
it does not exist generally, either in their basic approaches to many operations or 
in viewpoints. Moreover, problems in the application of this statute take on 
the color of the whole complex relationship between the three military depart- 
ments and the Office of the Secretary of Defense. However, during much of the 
period under discussion and to some extent today, there seems to be lacking a real 
will to work together within the Department to resolve the issues promptly and 
achieve effective compliance with the statute as opposed to jockeying for position 
in relation to differences of viewpoint on other problems and making a record. 
In summary, we believe there has been and still is a lack of effective leadership 
in the Office of the Secretary of Defense with respect to compliance with the law. 


Department of the Army 


Regulations under the revised statute were first issued in September 1952 after 
prolonged negotiations with the Office of the Secretary of Defense. (Defense 
directive was issued in March 1952.) This was over a year after the act became 
effective and about 2 years after its enactment. Several amendments and supple 
ments have been issued since. In July 1954, the Army amended the reporting 
requirements in the regulations. Additional instructions were issued on reporting 
requirements in April 1955. 

Other than the issuance of the above directive, there is little evidence of efforts 
to achieve compliance prior to the audit made pursuant to the Defense directive 
of June 19, 1953, although some cases were reported by field installations as 
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early as April 1953. Some cases were reported by Army to Defense beginning in 
April 1954; however, the earlier ones were returned for additional information. 
The first Army cases to reach the Congress were included in the transmittal letter 
of January 22, 1955, three and a half years after the effective date of the act. 
The Army has submitted 102 cases to the Office of the Secretary of Defense for 
transmittal to the Congress. Of these, 54 cases have reached the Congress; the 
balance of the cases have been returned for various reasons or are under review. 
Four were determined by the Office of the Secretary not to be violations. 

The current status of cases on hand in the Army, taken from its records at 
May 31, 1955, is as follows: 


Audit report | Voluntarily 
| 











Total |- ———————| reports by 
| | 1953 1954 | installations 
See ee een et se eee ae, | a a 
Case reports not received from installations. _.....-...--.-.-- | 863 |----------| 863 |------------ 
Cases in process-. iG deat SS a | 331 | 1 233 | 97 
Held pending Defense decision—withdrawal of funds--.---.. | |) ee 25 | 125 
NS ec den koalas Cooks Dikccotee berry eased | 1, 344 | 1/ 1,121 | 222 
| | 





The audit made by the Army in 1953 was not on a comparable basis with that 
made in 1954. However, relatively few cases (13) out of the several hundred 
apparent violations reported in 1953 were determined to be actual violations. It 
is reasonable to assume that this will also be true in 1954. The reason for this 
situation is in part a lack of adequate criteria for the auditors, and in part the 
necessity to use auditors not experienced in this field. A review of a limited 
sample indicated that disposition actions were consistent with the facts and that 
a sustained effort was made to obtain reasonably complete facts. There is one 
area subject to question, namely, the reliance on the provisions of section 3732, 
Revised Statutes (41 U. 8S. C. 11), relating to the purchase of necessities of the 
current year. This is the old law permitting contracting beyond available appro- 
priations to meet necessities of the current year for clothing, subsistence, forage, 
fuel, quarters, transportation, or medical or hospital supplies. This is an area 
that is still under study by the Office of the Secretary of Defense. 

in general, the majority of the violations reported can be attributed to admin- 
istrative practices, such as the use of an excessive number of allotments too restric- 
tive in amount, and the failure to follow established procedures. 

After a late start, it appears that the Army has made an earnest effort to achieve 
compliance with the statute. It has taken a number of constructive steps to im- 
prove the situation, such as some simplification of its allotment pattern, inaugura- 
tion of a field assistance program to improve installation performance in financial 
management, and others. in addition, it has emphasized the seriousness of the 
situation in a letter from the Chief of Staff to all commands. However, it is 
apparent that still further efforts and improvements are required, particularly if 
the Army is to obtain an effective response from installations on apparent viola- 
tions brought to light by audit reports. Further, there is a mutual problem to 
be resolved by the Army and the Office of the Secretary of Defense in making 
available to field installations adequate criteria of what constitutes a violation. 
This obviously must be done before effective voluntary reporting or prompt 
disposition of audit exceptions can be achieved. 

In response to an inquiry concerning the viewpoint of the Army on the Anti- 
deficiency Act, we were advised that, in essence, the Army would propose that 
violations be reported to the Congress only if the amount of an apportionment 
or the appropriation is exceeded. This viewpoint is set forth in the testimony 
of Mr. Robert L. Tracy, legal adviser, Comptroller of the Army, contained in 
pages 1505-1509 of the House hearings on the 1956 Army appropriation. 
Department of Navy 

Regulations under the revised statute were first issued in April 1952 by trans- 
mitting to all Navy installations a copy of the Defense directive issued in March 
of that year. This was about 9 months after the act became effective and about 
a year and a half after its enactment. However, the Navy acted promptly as 
soon as the Office of the Secretary of Defense took action. 

In a letter dated May 7, 1954, the Navy augmented its previous instructions 
on reporting requirements. In this instance the Navy moved ahead based on 
the draft of an amendment to the Defense directive which was not issued in final 
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form until the following August. In August 1954 these instructions were included 
in the Navy Comptroller Manual. 

Other than issuance of the initial regulation in April 1952, there is little evidence 
of efforts to achieve compliance prior to the audit made pursuant to the Defense 
directive of June 19, 1953. Five voluntary reports were received prior to June 
30, 1953. The first Navv cases to reach the Congress were included in a trans- 
mittal letter dated July 9, 1954, 3 vears after the effective date of the act. The 
Navy has submitted 44 cases to the Office of the Secretary of Defense for trans- 
mittal to Congress. Of these, 26 have reached the Congress and the balance 
have been returned for various reasons or are under review. Two were determined 
not to be violations by the Office of the Secretary 

The current status of cases on hand in the Navy, as taken from its records on 
May 31, 1955, is as follows: 


Possible violations under Antideficiency Act 1272 
Possible violations under the Department of Defense directive but not 
under the Antideficieney Act per Navy viewpoint: 


Funds never apportioned 78 
Overobligation of funds resulting from adjustments after expira- 
tion of the available period for obligatioi 174 
. 952 
Clerical errors, erroneous charges, ete 7 40 
Total__ z Sees ales ; 564 
1 This includes 73 cases reported in the Navy audit report as of June 1953 


The Navy audit in 1953 developed 486 apparent violations and an additional 
113 voluntary reports were received prior to December 2, 1953. A considerable 
number of the apparent violations disclosed by audit were subsequently determined 
not to be actual violations. In 1954 the Navy included the audit of Antideficiency 
Act violations as a part of its current audit program applicable to installations. 
We were informed that the coverage included about 25 percent of its major 
field installations. Such audits disclosed only 22 new violations but ascertained 
that 336 had previously been reported voluntarily during the period. 

In general, the violations reported can be attributed to overobligations resulting 
from price changes, new procurement when free issue from stock was contemplated, 
withdrawal of funds based on inadequate information, and clerical errors. How- 


ever, it is believed that the use of an excessive number of allotments too restrictive 





in amount may well be a significant factor but not to the same extent as in the 
Army. 

It is apparent that the Navy has not dealt effectively with the problem of 
disposing of apparent violations. Insufficient staff and difficulties in obtaining 


information from field installations are contributing factors. However, the 
situation described in the following paragraphs is believed to be a more important 
factor. 

The Navy has a serious difference of viewpoint with the Office of the Secretary 
of Defense in regard to the interpretation of the statute as contained in the regula- 
tions of the Department of Defense. The essence of the disagreement is that the 
Navy contends (a) that only the exceeding of an apportionment or an appropria- 
tion need be reported to Congress, except for intentional or willful violations; and 
(b) that, once the period of availability for obligation has expired, adjustments of 
obligations which cause them to exceed a subdivision of an appropriation are not 
violations. In general, the Navy views are not supported by interpretation of 
the statute by others; e. g., Bureau of the Budget in the exercise of its responsi- 
bility to review regulations of the departments for adequacy. 

However, these basie issues have become clouded in the relationship between 
Navy and the Office of the Secretary of Defense because of the feeling on the 
part of the Navy that the exercise of the regulatory authority under the Anti- 
deficiency Act is being used by Defense as a means to discredit existing Navy 
concepts of financial management in the interest of fostering the adoption of those 
held by the Office of the Secretary of Defense. 

It seems apparent that the foregoing situation is having a detrimental effect on 
Navy compliance with the Antideficiency Act. 


Department of the Air Force 

Air Force regulations under the amended antideficiency law were first issued in 
August 1952 to all installations, about 17 months after the Defense directive 
(March 1952). This was over 2 years after the act became effective and ap- 
proximately 3 vears after its enactment. Interim actions directed toward com- 
pliance included reference to the statute in budget instructions and letters to major 











EFFECTIVENESS AND ENFORCEMENT OF THE ANTIDEFICIENCY ACT 


commands. Finding it impossible to get written instructions from the Defense 
Department, several amendments and supplements were issued. Such additional 
instruction incluced reporting requirements issued in September 1953 and in 
May and June 1954. On May 10, 1955, the Air Force submitted to the Office of 
the Secretary of Defense a proposed revision of Air Force regulations. The Office 
of the Secretary stated in a letter dated May 23, 1955, that it was unable to 
approve the proposed revision and that the Defense Department was about to 
issue instructions clarifying its own regulations. To date these instructions have 
not been issued. 

Until the audit made pursuant to the Defense directive of June 19, 1953, there 
is little, if any, evidence of effort to achieve compliance with the act. We were 
unable to establish that any cases were reported by the installations prior to the 
audit. Some cases were reported to Defense beginning in May 1954. A few of 
these cases were returned for additional information. The first Air Force case 
was sent to the Congress on July 9, 1954, 3 years after the effective date of the act. 
The Air Force has submitted 55 cases to the Office of the Secretary of Defense 
for transmittal to the Congress; of these, 43 have reached the Congress. The 
balance have been returned for various reasons or are under review; one was 
determined by the Office of the Secretary not to be a violation. 

The Air Force is current in the handling of reported violations. Of the 7 cases 
on hand, 2 originated in 1954 and 5 in 1955. 

A review of a limited sample of cases indicated that the actions taken for 
disposition were consistent with the facts and that a sustained effort was made 
to obtain complete and reasonable facts. However, there is one area open to 
question; namely, the reliance on the provisions of section 3732, Revised Statutes 
(41 U.S. C. 11), relating to purchase of necessities of the current year, as mentioned 
in the Army section of this report. 

In general, the violations can be attributed to administrative actions, such as 
the withdrawal of funds based on inadequate information, the failure to follow 
established procedures, and clerical errors. 

It appears that the Air Force, after a late start, has made an energetic effort to 
comply with the statute; however, there still remains a mutual problem to be 
resolved between the Air Force and the Office of the Secretary of Defense of 
determining what constitutes a violation and making adequate criteria available 
to field installations. 

We were advised by the Air Force that although it is in favor of the concepts of 
the Antideficiency Act, it has not received adequate instructions from the Depart- 
ment of Defense for achieving compliance with the act. However, the Air Force 
believes that the guidelines recently drafted (but not yet issued) by the Defense 
Department are sufficiently complete and specific to serve as a basis for it to issue 
adequate instructions. 


Defense proposal for reporting minor violations 


A proposed instruction now being considered in the Department of Defense con- 
tains the following section: 


“DPD. Simplified procedures for reporting minor violations ($100 and under) in which 
no culpability is involved 

“In order to reduce the time and cost of reporting violations, military depart- 
ments may combine in one schedule (or a series of schedules to avoid unreasonable 
delays in reporting) violations which do not exceed $100 and which do not involve 
any culpability. 

“These violations should be grouped under appropriate headings or categories 
of violations indicating the cause thereof (e. g., clerical errors, erroneous estimates 
of obligations, etc.), showing for each violation listed thereunder: (1) Name of 
installation or other organization where the violation occurred; (2) the allotment, 
allocation, and appropriation identification; (3) amount of the violation; and 
(4) name and position of the person responsible for the violation. 

“This schedule, which is in effect a combination of a number of reports, should 
contain a statement indicating that none of the violations listed therein involve 
any culpability, and should be signed by the Secretary of the military department 
or his designated representative to w hom this authority has been delegated. 

“Any violation which is in excess of $100, or which involves culpability, must 
be reported in the usual manner On a case-by-case basis.’ 

It is possible that the views of the committee may be solicited on this proposal. 
It is understood that it is favored by the three military departments and the 
Office of the Secretary of Defense. 

One question is the legality of the proposal under existing law or regulations 
of the Bureau of the Budget. Presumably this proposal arises out of . natural 
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reluctance to report items of a small dollar amount to the Congress because of a 
feeling that such items are not worthy of its consideration. Parenthetically, 
however, it should be noted that on July 9, 1954, the Acting Secretary of Defense 
transmitted to the Congress a 5-cent violation with the following explanation: 
“This overobligation of $0.05 resulted when an adjustment of $0.05 was made to 
a FICA voucher dated July 9, 1953. Prior to the date of this adjustment, the 
balance of the allotment was withdrawn since all known obligations had been 
liquidated. Accordingly, at the time of the adjustment there was no allotment 
balance to cover the amount. * * * At the time of the adjustment which created 
the overobligation, less than $6 million of the fiscal year program of $60 million 
had been obligated under the appropriation.” 

On the other hand, there is some disciplinary value in the present reporting 
provision, if observed. Further, determination of what is a ‘‘minor violation”’ 
may well differ under varying circumstances. It seems difficult to conclude that 
the actual reporting of violations to the Congress has resulted in great cost, even 
in Defense, where only 123 have been reported. Rather the major cost relates 
to the necessity for the review of the hundreds of self-created apparent violations 
which upon review are most often determined not to be violations. This situation 
in Defense in turn stems from inadequate criteria, slowness in taking corrective 
action in making improvements in practices and procedures, etc. 

Under existing circumstances it is not believed that the reporting as such of 
so-called minor violatiors is a major problem. Toso consider it may well detract 
from the real issue of obtaining corrective action where it is needed. 


D. RECOMMENDATIONS FOR FURTHER INQUIRIES 


1. In order that the committee may gain firsthand information essential to 
meeting the issues raised by facts developed in this report, it is contemplated that 
brief hearings should be held with the departments concerned. 

2. As indicated earlier in this report, the current survey was limited essentially 
to compliance with the Antideficiency Act. It is believed that further consideration 
should he given the efficiency of administrative control systems and the level at 
which they are applied. The departments themselves, and particularly the 
Department of Deferse, can do much in this direction. It seems obvious that in 
some cases allotments are issued at too low a level and in too small amounts. 
Under more realistic systems, it is likely that minor violations would be minimized 
and the suggestion now being made in some quarters to amend the reporting 
provisions of the act for minor items would lose some of its appeal. 

3. During the course of the survey many questions were raised concerning the 
application of the provisions of section 1311, Supplemental Appropriation Act, 
1955. The problems involved relate to economical procedures for complying 
with the statlute as well as many diverse situations directly bearing upon the 
validity of obligations for reporting purposes. The Foreign Operations Admin- 
istration, which was excluded from this survey because of another special survey, 
has particular problems relating to the definition of obligations under the statute 
which should be included for further consideration in this area. 

4. There has been discussion for some time of the need for an amendment to 
the statute which provides for the carrying forward of balances to the ‘‘Payment 
of certified claims’? account. In a communication dated December 16, 1953, 
the chairyan of the Appropriations Committee asked for suggestions of the 
Comptroller General looking toward (a) reducing balances of appropriations 
soon after the expiration of the period of availability to an amount which repre- 
sents a realistic estimate of subsequent payments to be made, and (b) a change in 
present procedure so that all subsequent payments made will be charged to the 
account of the agency receiving the appropriation rather than to an unclassified 
certified claims account. Proposed legislation has been drafted to accomplish 
these objectives following staff discussions over a period of months and is suggested 
for further consideration. 

5. Other statutes in the field of general fiscal legislation such as section 1415, 
Supplemental Appropriation Act, 1953, dealing with foreign credits, section 601 
of the Economy Act, the so-called project order law in Defense (41 U. 8S. C. 23), 
and other statutes dealing with work done by one Government agency for another 
were not considered in the current survey. There is, however, an interrelationship 
between the use of these authorizations and the Antideficiency Act and section 
1311, particularly the latter. It is recommended that a further inquiry be 
planned which will embrace the foregoing statutes, with particular reference to 
their interrelationship and the possibilities for simplification and economy as well 
as for improved financiai management. 
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